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FIGURING THE 1943 INCOME TAX 
Suggestions for Illinois Farmers* 
CAREFUL READING of this publication and of the in-structions furnished with all income tax blanks will, it is hoped, help Illinois farmers to make satisfactory federal 
income tax returns on their 1943 operations. Consultation with 
federal income tax officials may also be necessary, especially in 
regard to unusual situations. Also, there may be qualified persons 
in your own community who are in a position to assist you in 
preparing a return. 
Specimen forms are included here to show the methods of pre-
paring these reports. The figures shown in these specimen forms 
are not, however, to be taken as amounts or valuations to be used 
in preparing your own return. 
The making of a personal income tax return is to a large ex-
tent an individual responsibility. The government does not want 
you to underpay or overpay your tax-you may take all your legal 
deductions, but you are expected to pay your legal taxes. A farmer 
who has kept good records will find it much easier to fill out the 
income tax blanks, and he will also have supporting evidence for 
the facts shown on the form. 
Altho the information given here is believed to be correct, it 
should be remembered that laws covering income taxes may be 
changed from year to year ; and court decisions and new interpre-
tations of existing laws may cause changes in the treatment of 
certain items. The author assumes no legal, moral, or financial 
responsibility for actions based on his interpretation or suggestions. 
Collection agencies for the federal income tax in Illinois are 
the CoLLECTOR of INTERNAL REVENUE, Springfield; the CoLLECTOR 
of INTERNAL REVENUE, Chicago, and DEPUTY CoLLECTORS located 
over the state. 
*This circular is an adaptation by R. C. Ross, Professor of Farm Man-
agement, University of Illinois, of Extension Bulletin 287 of P urdue Uni-
versity, Lafayette, Indiana, by Richard H. Chinn. Thru the generosity of 
the Agricultural Extension Service of Purdue University, permission was 
granted for the use of the material in this publication. 
Acknowledgment is also made for the help rendered by Internal R ev-
enue officials who have read the material and offered suggestions on its 
content. 
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GENERAL PROVISIONS OF TAX LAW 
Principal Changes in Current Tax Payment Act of 1943 
1. As defined in the income tax law, a farmer is a taxpayer who 
receives at least 80 percent of his income from farming. Farming 
includes the operations of a stock, dairy, poultry, fruit, or truck 
farm, or plantation, ranch, nursery, range, or orchard. If a land-
owner receives, for the use of land, income in the form of a share 
of the crops, su~h income is from farming; if such income is 
received solely as cash rent, the income is not from farming. 
2. The Victory tax of 5 percent applies to the 1943 tax year. 
The Current Tax Payment Act of 1943 applies to tax years begin-
ning after December 31, 1942. Thus, fiscal-year taxpayers whose 
tax year began December 1, 1942, are required to file a declaration 
on or before November 15, 1944. They are required to file a final 
return on their 1942 tax year on or before February 15, 1944. 
3. Farmers on a calendar-year basis are required to file a dec-
laration of their 1943 income tax on or before December 15, 1943, 
and must make payment at that time, using Federal Form 1040-ES. 
The amount of the estimated tax paid on or before December 15 
must be at least ¥3 of the total tax due for the year or a penalty will 
be imposed. 
4. Any federal income tax payments made in 1943 on 1942 
income are to be credited to the payment due December 15, 1943. 
5. If the combined Victory tax and income tax estimated for 
1943 is less than the 1942 income tax (reported on lVIarch 15, 
1943), the amount to be entered on line 1 of the declaration (Form 
1040-ES) is the amount of the 1942 tax. 
6. Forgiveness provisions have been granted on the regular 
income tax obligation for 1942 or 1943, whichever is smaller. The 
forgiveness provisions are as follows: 
a. If the tax obligation to which forgiveness applies amounts to $66.67 
or less, $50 is forgiven; if the tax obligation is over $66.67, 75% is 
forgiven. 
b. The unforgiven portion of the tax may be paid in one payment on 
or before March 15, 1944, or in two equal installments, one by March 15, 
1944, and the other by March 15, 1945. 
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7. Withholding provisions were established by the 1943 Rev-
enue Act. These do not apply to farmers nor to farm labor. 
8. A complete, final income report on the 1943 income will be 
required on or before March 15, 1944, if on a calendar-year basis. 
This return will complete the income tax requirements for 1943. 
If this final report shows a tax obligation higher than the payments 
made during 1943, the difference must be paid when the return is 
filed. If the payments have been over the amount indicated in this 
final return, a credit on future or back taxes or refund will be 
granted. 
Requirements for Making a Return 
I. A return must be filed by married persons living together at 
the end of the year if their gross income is at least $624, and by a 
single person or an estate with a gross income of at least $500. 
2. If a husband and wife have separate incomes, a joint return 
may be made, or if they prefer, each may make a return. Income 
from a farm owned jointly by husband and wife may be divided 
equally between them. If farm income is thus divided and the wife 
claims her personal exemptions, she should be prepared to prove 
that both a joint deed and joint bank account exist, and that she 
contributes substantially to the operation of the farm. 
3. Both regular income tax and Victory tax are levied on net 
income, or that part of the gross income remaining after certain 
deductions permitted by law have been made. There are differences 
in the deductions permitted for the regular income tax and the 
Victory tax. These differences are explained elsewhere in this 
publication. 
4. Not every person who is required to file a return will have 
to pay tax. Gross income may exceed $624, but the deductions of 
farm expenses may leave a net income less than the amount of 
personal exemption. 
5. There are penalties for not filing a return. Instructions on 
Form 1040 say: "Severe penalties are imposed for failing to file a 
required return, for late filing and for filing a false or fraudulent 
return. " 
6. Forms used by the Bureau of Internal Revenue that apply 
to farmers are: 
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Form 1040-ES-This form is used by everyone who reports an esti-
mate of tax liability. Farmers on the calendar-year basis will use it for 
reporting on or before December 15. The B u REAU OF INTERNAL REvE UE 
has prepared a work sheet to be used in preparing this form , but the work · 
sheet should be retained by the farmer. 
Form 1040F-This is the farm form that has been in use for several 
years. A farmer must use Form 1040F if he reports on the cash basis; it 
is also beneficial to those who report on an accrual basis. This form enables 
a farmer to classify his farm income and farm expenses and determine 
his net farm income. The net farm income is the base farm income for 
both the regular income tax and the Victory tax. Farmers are urged to 
fill out this form as completely as possible before seeking aid with their tax 
report~. . 
Form 1040-Every farmer who files an income tax report on or 
before March 15, 1944, will use Form 1040. The net farm income as found 
on Form 1040F will be transferred to Form 1040. All other income and 
exemptions will be entered on Form 1040. The tax obligation is computed 
on this form. Provision is made on Form 1040 for reporting both the regu-
lar income tax and the Victory tax. 
7. If you filed a return on 1942 income, a copy of Form 
1040-ES was mailed to you before September 15, 1943. You may 
also wish to use Form 1040F as an aid in estimating your 1943 
income for the estimated report due December 15, 1943. Federal 
income tax forms tnay be obtained from the COLLECTOR OF IN-
TERNAL REVENUE, Springfield or Chicago, or from one of the 
Illinois District Offices. Forms 1040 and 1040F will be available 
after January 3, 1944. 
8. You are advised to keep a copy of the return you send to the 
CoLLECTOR OF INTERNAL REVENUE. Your copy of Form 1040-ES 
is printed on the work sheet that accompanies the form to be sent 
in. You will need to obtain 2 copies each of Forms 1040F and 1040. 
Victory Tax 
1. The Victory tax applies to income received during the year 
1943 if returns are made on a calendar-year basis; or if on a fiscal-
year basis, beginning after January 1, 1943, to income received 
after the beginning of the taxable year. 
2. This tax is in addition to the regular income tax. 
3. It applies to "Victory tax net income," which, for most 
farmers will be the net income from the farm business. 
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4. The exemptions from the "Victory tax net income" before 
computing the tax are $62-+ for a person filing separately; $624 for 
a joint return where the wife has no incon1e; and $624 plus an) in-
come up to $624 that the wife receives if a joint return is made. 
5. The rate of the Victory tax is 5 percent of the Victory tax 
net income. Late legislation bases credits on marital status and 
dependents. 
6. The law provides for credits as follows: 
a . Married persons: 40 percent of the Victory tax or $1,000, which-
ever is lower, plus 2 percent for each dependent or $200, whichever is 
lower. 
b. Single persons: 25 percent of the Victory tax or $500, whichever 
is lower, plus 2 percent for each dependent or $200, whichever is lower. 
METHODS OF REPORTING AND 
RECORDS NEEDED 
Two Ways to Report Farm Income 
You rna y maintain your records and file your incmne tax re-
turn on either a cash basis or an accrual basis. However, if you 
have previously filed a return, you must now use the same basis in 
filing your present return unless you have received permission from 
the Commissioner to change it. Application to change must be made 
to the CoLLECTOR OF I~TERNAL REVENUE within 90 days after the 
beginning of the taxable year. The handling of various items under 
either method must be uniform from year to year. 
I. Cash basis. Gross income in this case includes all cash received 
during the taxable year from sales of farm products and other sources 
that year or any other year. Income does not include the value of prod-
ucts sold on credit or changes in inventory values. Farm expenses are 
deducted when you have actually paid out the cash for them. On the 
cash basis, do not include expenses incurred and not paid. Depreciation 
allowances are the same for either the cash or the accrual basis. · 
2. Accrual basis. This method means that you report income when 
it is earned or becomes due to you, whether you actually received it then 
or not. Changes in inventory values are reflected in the income. Deduc-
tions are reported at the time yo u become obligated to pay them rather 
than when the payment is actually made. 
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Records Needed for Income Tax Purposes 
The Government places on you the "burden of proof" concern-
ing your income and expenses, and your liability to file. It is there-
fore necessary to keep sufficiently detailed records to meet this re-
quirement, and to aid in the preparation of your return. H old on to 
your records for at least four years. The Treasury may request an 
explanation of some or all the items on your return, perhaps even 
two or three years after you have filed the return. 
I. Records helpful for reporting on a cash basis. A clas-
sified list of farm cash receipts and farm cash expenses; records of 
machinery, equipment, buildings, fences, etc., for the purpo e of 
estimating the amount of depreciation. You must use the cash basis 
i f you keep no books. 
2. Records needed to report on an accrual basis. The same 
records as for the cash basis, plus accounts receivable, accounts pay-
able, and complete inventories for grain, hay, . livestock, and other 
farm products and supplies. 
Record Books and Forms Available 
I. The County Farm Bureaus are distributing forms on 
which necessary items for filling out returns may be listed. These 
will be of assistance if you expect to have some qualified person 
help you fill out your return. Listing the items on this form will 
make the job easier and quicker. However, if you go to a member 
of the INTER AL REVENUE SERVICE to make your return and pay 
your tax, have Form 1040F filled out, so far as possible. 
2. The Illinois Farm Account Book, published by the De-
partment of Agricultural Economics, University of Illinois, is 
available to farmers. Any county farm adviser, or the DEPART-
MENT OF AGRICULTURAL EcoNOMics, UNIVERSITY OF ILLINOIS, 
Urbana, Illinois, can give you information as to how to secure this 
book. A farmer starting early in 1944 and keeping this book thruout 
the year will have the information for filing his income tax return 
on either the cash or accrual basis at the end of 1944. In addition, 
such a record supplies valuable information to help in the manage-
ment and planning of the farm business. 
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3. Mimeographed forms, prepared by the DEPARTMENT OF 
AGRICULTURAL EcoNOMICS for those who used the Illinois Farm 
Account Book in 1943, are available from the Department or from 
your county farm adviser. 
STEPS IN CALCULATING FARM INCOME: 
CASH BASIS 
Farm Income for Taxable Period 
(Form 1040 F, Page 1) 
Four tables are provided on page 1 of Form 1040F for listing 
all items of income. The amounts to be shown in dollars include not 
only actual amounts of cash received from sales but also the value 
of 111erchandise or other property received in exchange for any of 
the items indicated (Table 3). 
Table 4 is primarily for livestock or other items purchased for 
resale. Livestock bought and sold should be reported in this table 
only for the year in which they were sold. 
Farm Expenses for Taxable Year 
(Form 1 0 4 0 F, Page 3) 
I. In general, all expenses necessary to the operation of the 
farm as a business enterprise are allowable as deductions in ar-
riving at net farm profit. These expenses are listed on page 3 of 
Form 1040F. They may be classified in whatever way you have 
them in your records-it is not necessary to follow the classification 
on the form. (Note how items are listed in the example on page 
11 of this circular.) 
2. Expenses for the farm home, such as expenses for groceries, 
clothing, etc., and insurance on the farmer's dwelling, are not 
deductible. 
3. The farm share only of items used for both the farm and 
for personal purposes are deductible. In the example, Yz of the auto, · 
electricity, and telephone expenses are included as farm expenses, 
but the proportion chargeable to the farm business will of course 
vary 'vith different farms. 
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(CASH BASIS-Form 1040 F, Page 1) 
Pa1el 
UNITED STATES 
SCHEDULE OF FARM INCOME AND EXPENSES 194% 
For Calendar Year l:tC Jql{j r::=::::=======::. 
Or for year beginning ---~----- • 194!', and ending ---~-----• 19q 
gt'f!f!~7~~~;~ = ~ 
FARM INCO~IE FOR TUABLE PERIOD 
1. SALE OF uvmocl IUISED I t SALE or raooucE IUIS[D 
Kind Quanllty l--·~_mo_u_nt __ 
11 
___ K_In-rd .----~i Quantity I .4.ruount Iterm Amount CHao~lecs .. ·_-_-_-_-_-_-_·_-_· __ · ·_-_-_-_-___ (_$ __ ·_·_-_l s __ -_-_'_-_3 __ .Q_._£_ ._-_._16_ ._-_~_-_ ·_ Grain .. Wk._q ___ nL4.1-$_-__ -1,-_7__f( ____ .l7_f ____ 11 _r-_r_dse_. r-e-c'-d-fo_r_p-ro_d_uc_c _____ _ -. 1 $ .... ..1£ .. ~ .. 
l OTHU FUM INCOME 
,. Hny ................. .... 3. .1'. I .. lJ.J.:. .Jl!P .. Machine work .......... ................. '/§' .. Q_g, ~~~e~~-·::.~:~::::: ::::::::::::!:::::::::::::: ::,:; ~~.uooocg•g~-w:n~~~bc·b ~:e_c:_:~:-:~::_:~::_:::~::::: ::_::::_::::::::::: ___ ::::_ ::_'1::_::_ ::_::_::_::_::_ ::::_-: :_::_::_::_l ::_::_::_::_::_::_ :;:::~:;:~~~::::::~::::::::: ::::::::::i:: :~:Q.: ~~~~~~:·:·:::::::::: :: : ~:~:~:: :~:~~:~~:: t:~:: ~ ~ ~ ::~ re:::::~~~~~~~:::: :::::::::::::: :::::: 
~D~uic~k.s~:_~_s_~_:_:_:_:_:_:_:_ :_ :_:_:_:_-_· 9----~-- . __ :_ ·_ .. _ .. _ ._ . _ ::_ ·_-~ __ · ._.j _· ._ . __ ._.'!!'_.~_-!/_._.:_·_. ~ruits .......................... . ~ ------------- ...... ~~~~:~:;:: :::;~:s~:~~- ................... . 
Goats............. ............ .............. ...... ~::~:~:-~.~~~~::: :::::::::::: :::::~~~:: f~: ot::;~~~~~l·:·--··------ .. ·-- ..... Z1f. !/f. 
Bees .............. ------------ .............. ...... l\lcat products ... ..... ................................................................. -------------- .... .. 
Other (specify): Poultry, dressed . ..... ................................................................. -------------- ..... . 
Wool and mo-
hair.. ............. ............ .......................................................... -------------- .... .. 
Honey ........................ .. -------------- ...... .................................... .. -------------· __ __ __ 
-------------------- ............ .... ..... ..... ...... Sirup and sugar.. ------------ .............. ...... --------------------------........... -------------- , .... . 
· ········;~:: .••.••••••••• :~~~ jf~ •• ,·: . ,~~ ·········;~:~·········~i:i~ 
4. SAL[ OF Ul'ESTOCl AND OTHER ITIMS PURCHASED 
:~ •• ~ = • ••• ;~~· '~·.1~~ ~· ':~l·~ r· ~.: . ~. ·~· ':==~~~· ~.~. 
- ---·----;~;~~-(~~;~·;·~~ ·;;~~ -~-~~-~~:~~~;:-~;~~.;-.·---~~--~~--~--~~~~~~:~~:~~- :::: ::::::::::.·_-_-_·_·_·_ ::::::::::::::.::::::.·_-_-_-_-_-_·:_·_·_·:.·_·_:::::: ~ ~ 
SUMMARY OF INCOME AND DEDUCI'IONS COMPUTED ON A CASH RECEIPTS AND DISBurt.SEMENTS IASIS 
9. Net farm profit Oine 5 minus line 8) to be reported in item 9 on Form 1040 ................................................. $.1.~~-~-- f.Q .. 
The figures inserted in all the forms reproduced in this circular merely illus-
trate how the return is prepared-they are not to be taken as a guide to actual 
amounts in any individual case. 
DR3CRIP110S 
(JOnd of llvest.oc::.k, 
crops, orotber 
products) 
FIGURING THE 1943 INCOME TAX 
(ACCRUAL BASIS-Form 1040F, Page 2) 
FARM INVENTORY FOR INCOME COMPITTED ON ANGCCRUAL ·~ 
ON' HA.'iD J.T P~SED D'O'BlNO 
D&OI"NNINO OJ' YU.B. Y&..u. 
Qww- Inventory Quan- Amount 
tlty value tity pahl 
lU..tSJ:D DU1L'I'O 
Yux 
Quao- Inventory 
t ity value 
CoNSUMED oa Lou 
DUBINO YJ:A.B. 
Quan- Inventory 
tity value 
SoLD Duamo Yz.u 
Quan- Amount 
tity received 
17 
p ••• 2 
OM H,otD J.T END 
OFYitU 
QUB.D- Inventory 
Uty value 
----,,.-------1 -~----------- _':{_ __ s__!/fJ._ q_q ___ ------ s _________ ------ ------ $ _________ ------ ~ ----- $ ________ _ -- ---- -- ---- $ ________ _ ------ _1_ __ s __ !/_q_q_ C?Q __ _ 
~:- '~- ·~~~~ · ~~·· ·· ~·· ···~~~· ~~·· i - ··~·· •••••• _-- --i i~ :: '; ~~: : --~A~--- _!_~-- __ y_p_g __ Qg __ ------ --- ------- ------ __ '{ __ -- -------- ----- - ------ --------- - ------ __ '!_ ____ ?-_!_9_ ___ Q_~-- _!_~ __ __ __ I{_~ QQ __ _ 
:~:::::::::: : :~: : : :~:: ~~ : : ::L ::::::6:Q: ~~: ~::~ :::::::::: :::::: :~::: :::::::::: :::::: ~~:t:: ~~if: :!: :~~: ::::~:.~: : :: 
.~~=.-- ~!~;~= ~z~:- ,~ -••••••! -_- - ~~~ ~~- =~• z:; 
_15/..~IIi_ ___________ ---- -- ---------- ------ ------ ------- ---------,_qo_ ---------- --- --- ------ ------ ---- ------ ~gq ___ }_l£ ~e __ ---------------- ------
:fitJli.::::::::::: :::::: :::::::::: :::::: :::::: :::::::::: :::::: :::::: :::::::::: :::::: :::::: :::::::::: :::::: :~~ :: :~i.~: eg:: :::::: :::::::::: :::::: 
__ tg~------------ - ------ ---------------- ------ ---------- -- ---- ------ ---------- ------ ------ ---------------- :[!(}_ ____ /_~~- ~{l __ ------ ---------- ------
TOTALS ____ ________ $3fJQ_ ~Q __ ------ $ __ '/_1..'1, __ Q_Q __ ------ $ _________ = ------ $ _________ = ------ $_fJ.~'k: f!_Q __ ------ $':/__9_@_ /}!} __ 
(Enter on llne4) (Enter on line 6) (Enter on line 2) (Enter on tne 1) 
SUMMARY OF INCOME AND DEDUCTIONS COMPITTED ON AN ACCRUAL BASIS 
1. Inventory of livestock, crops, and products 1!-t end of year ______ $_'i._f.9_9_ ___ ~(}_ -- 7. Expenses (from page 3) _________ $ __ ~j_p_q __ .1?~---
2. Sales of livestock, crops, and products duri ng year ______________ ___ f_!-_'f_J, ___ ~(}_ __ 8; Depreciation (from page 3) _____ _____ }~~-- ~-Q __ 
3. TOTAL.- ---- ------------------------------------ ------- ------------- $_l(l_l/_q} ___ Q_(J __ 
4. In~:~;r..:i~~:r;~~~:-~~~~~~-~~~-~~~~~~~-~- $lf.lQ __ Iqq __ 
5. Cod!rf:g ~;~~-~--~~~-:.~~~~:-~.:.~~~~~-~-- ___ !{}_'!:___ ~-- __ _ {()_Q]__IgfL -------------------------------------- = = 
6. Gross profits (line 3 minus the sum of lines 4 and 5) __________ __ $ __ ~':{_Ql_ __ Q~-- 9. TOTAL DEDUCTIONIL ••• $_ }.l_(!_Q ___ t!_Q __ 
10. Net farm profit (line 6 minus line 9) to be reported in item 9 on Form 1040 ________________ _______________________________ $--~-~q_( ___ ~--
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4. Certain taxes are deductible. These include the Illinois prop-
erty tax and some others but not last year's federal income tax, 
vvhich is prohibited as a deduction by present income. tax law. 
5. Cash paid to hired labor is deductible, as is also the cash ex-
pense for their board and the amount of the upkeep and deprecia-
tion on the shelter furnished. Meat, milk, and other farm produce 
furnished to hired labor is not deductible as an expense unless it is 
also reported as income. The value of a farmer's own labor or that 
of his wife or dependent minor children is not to be reported as an 
expense. The value of the work of older children ( 18 years or 
older) is allowable only when actually paid as wages. 
6. Repair costs on machinery and improvements (buildings, 
fences, etc.) are deductible in the year paid; but capital outlay, 
such as the cost of farm buildings and of major implements, must 
be depreciated. (For example, a coat of paint on a .barn or a new 
plow point is a repair and hence is entered under FARM: EX-
PENSES ; but a new roof on the barn, or a new shed or a tractor 
purchased is a capital outlay and should be listed under DEPRE-
CIATION-to be "charged off" over a period of years.) 
Depreciation 
( Form 1 0 4 0 F, Page 3 ) 
I. As noted above, capital expenditures are not deductible, but 
a farmer is entitled to a reasonable allowance for the ex·haustion, 
wear and tear and obsolescence of buildings, machinery, fences, etc., 
used in the farm business (farmer's dwelling and personal share of 
auto not to be included). In other words, depreciation is a deduc-
tion which is considered to represent that part of the particular 
capital item that was used up in producing the income for the year. 
The proper allowance for depreciation is that amount which 
should be set aside annually for the replacement of a capital item 
in accordance with a reasonably consistent plan. The aggregate of 
the amounts so set aside (plus the salvage value) should, at the end 
of the useful life of the property in the business, equal the cost (or 
other evaluation basis) of the property. 
EXAMPLE: You buy a tractor for $1,000 which is estimated to 
have a useful life of 10 years. You would then compute deprecia-
tion for each of these years as 10% of $1,000 or $100. 
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2. You are not permitted to deduct this year a depreciation 
allowance you failed to take in a prior year. Depreciation goes on 
whether it is claimed or not. 
3. In determining the basis for computing depreciation of build-
ings, it is often difficult to determine the allocated cost if the de-
preciable item was purchased as part of an aggregation of property. 
The cost should be determined by the best method available, and 
estimates are permitted in some cases; for example, where an im-
proved farm is purchased and it is necessary to allocate the cost to 
land and buildings. No depreciation basis should ever exceed the cost 
to you in money or in money equivalent. The recommended way to 
calculate depreciation is outlined in the following paragraphs. 
4. Some figuring and individual judgment are required in esti-
mating depreciation and filling out the DEPRECIATION table 
on page 3 of Form 1040F. A permanent depreciation record is 
needed to do this job right. Following is an example of such a 
record. Each item could be given a separate page and should be 
entered when it is acquired. The date, cost, and estimated life would 
be shown at the top of the page. Four columns would give the 
necessary information year by year. Each item on hand in 1943 
would then have a line in this record. This 1943 line, or combination 
of 1943 lines, cla,ssified into groups (buildings, machinery, etc.), 
could then be used to fill out the depreciation table on page 3 of 
Form 1040F. 
EXAMPLE OF PERMANENT DEPRECIATION RECORD 
1. Kind of property- Truck 
2. Date acquired- 7 / 1/39 
3. Cost (or other basis)-$800 
4. Estimated life-5 years 
(5) 
Depreciation allowed 
(or allowable) 
Year in prior years 
1939 (%).. .......... $ ... 
1940................ 80 
1941.. .............. 240 
1942. ............... 400 
1943..... .. .. .. .. .. . 560 
1944 (%) ...... ..... . 720 
Charged off . . . . . . . . . $800 
(6) (9) 
RernaininA Depreciation 
cost to be allowable 
recovered this year 
$800 $ 80 
720 160 
560 160 
400 160 
240 160 
80 80 
($ 00) $800 
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In the above example, if the truck is used thru 1945, Coluntns 
5, 6, and 9 should show $800, $00, and $00 respectively. 
5. How handle depreciation when equipment is traded in? 
Suppose that in 1943 the old truck listed in the above example 
vvas traded in on a new one. Note that the "remaining cost to be 
recovered" on the old one was $240. Suppose the new one, if 
bought outright with no trade-in, cost $900. The following ex-
amples will show how depreciation should be handled: 
EXAMPLE 1: Suppose the difference paid on the new truck was 
$700, the allowance for the old one being $200, or $40 less than the 
"remaining cost to be recovered." The "basis" for calculating the 
depreciation on the new truck would then be $940. Note that this 
is the difference paid plus the "remaining cost." 
EXAMPLE 2: Suppose the difference paid on the new truck was 
$600, the amount allowed for the old one being $300, or $60 more 
than the "remaining cost to be recovered." The "basis" for calcu-
lating depreciation on the new truck would then be $840. Note in 
both cases that the original cost is eventually recovered. 
In trade-ins, there is no profit or loss-the "basis" for depreciating 
the new machine is adjusted to recover the "remaining cost" of the 
old machine. 
6. How should a sale of machinery or other depreciable items 
be handled to determine profit or loss from the transaction? When 
a depreciable item is sold, profit or loss is figur~d as explained in 
paragraph 12 on page 20. 
7. ]l.t[ ajar replacement items classified as capital outlay, such as 
a new n1otor for the truck, could be given a separate page in the 
Depreciation Record or be included with the truck as the "remain-
ing cost to be recovered." In either case, the motor should be depre-
ciated over the remaining useful life of the truck. 
EXAMPLE: Suppose a new motor for the original truck was 
purchased in June, 1941, for $150. Three years' estimated life re-
main. Depreciation of the motor would be as follows: 1941, $25; 
1942, $50; 1943, $50; 1944, $25. 
8. The depreciation rate is not always easy to determine. It 
should take into account intensity of use, state of repair, unusual 
damage or loss, etc. The facts and circum tances in each case must 
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be considered before you can determine what depreciation rates to 
apply to · a piece of property. The following rates are suggested: 
Brick buildings-1% to 3% (100 years to 33 years) 
F rame buildings 
Permanent-2% to 3% (50 years to 33 years) 
Temporary or movable-7% to 10% (15 years to 10 years) 
Autos and trucks-10% to 33% (10 years to 3 years) 
Machinery*-2% to 20% (50 years to 5 years) 
Fences--4% to 7% (25 years to 15 years) 
Tile-2% to 3% (50 years to 33 years) 
( *Average for farm machinery, 7o/o to 10o/o ( 15 years to 10 years). Depreciation 
on farm share only of auto is allowable.) 
For average useful life of different kinds of farm equipment, 
ee page 31. 
9. Increase in machinery values in 1943, because of increase in 
prices of second-hand machinery, 1nakes no difference in the amount 
of depreciation which is allowed for 1943. The principle of getting 
back the original.cost over the years of useful life of any particular 
machine or other "capital item" still holds. 
10. When a farm is acquired, the cost (or other basis of valu-
ation) of the buildings, fences, tile, etc., must be separated from 
the cost of the land. While improvements are depreciable, land 
itself is not. No depreciation basis should ever exceed the cost of 
the item to you in money or money equivalent. 
11. Farm buildings, etc., bought with a farm, niay have been 
erected for some time. In such cases the value of the buildings 
would be considerably less than the value of new ones, and the 
estimated life remaining would, of course, be fewer years than for 
new buildings. The rate of depreciation would therefore be higher 
than if the buildings were new. 
12. A reasonable allowance for depreciation may be claimed on 
livestock acquired for work, breeding, or dairy purposes, ttnless 
they are included in an inventory used to determine profits. Such 
depreciation should be based on the cost or other basis on which 
acquired, salvage value, and the estimated useful life of the live-
stock. If the estimated salvage value is approximately as large as 
the cost, the depreciation claimed on purchased livestock will result 
in a taxable profit when the livestock are sold. If the return is made 
on the accrual (inventory) basis, the changes in value will be 
reflected in tl1e inventory. 
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Summary of Income and Deductions 
(Form 1040 F, Page 1) 
Follow instructions on the form. The net farm profit is then 
reported on Form 1040. 
STEPS IN CALCULATING FARM INCOME: 
ACCRUAL BASIS 
As noted before, page 3 of Form 1040F (expenses and depre-
ciation) is practically the same for both cash and accrual methods, 
except for expense items handled on a credit basis and for deprecia-
tion of livestock purchased for breeding purposes. Page 2, there-
fore, is the only page reproduced here to show accrual method of 
calculating farm income. 
Farm Inventory for Computing Income 
(Form 1040 F, Page 2) 
I. Note that under FARM INVENTORY the values of items 
raised, consumed, or lost during the year may also be included. 
Note also that the total of the quantities in the first 3 columns 
equals the total of the quantities in the last 3 columns (quantities 
at beginning of year plus purchased plus raised equal quantities 
consumed or lost plus sold plus on hand at end of year). Checking 
these columns in this manner is a good way to tell if you have 
included all the quantities called for on this page. If you ha' e 
recorded all of them, the chances for error in the dollar figures are 
reduced. 
2. Valuation of inventories. For the accrual method, inventories 
must be valued at the beginning and end of each year. For those 
items to be sold or used within the year, such as grain, hay, feeder-
livestock, etc., the "farm price" method is most often used. This 
is market price less cost of marketing. For these items, this means 
that inventory values fluctuate with market prices. For work stock, 
dairy cows, or breeding animals, less fluctuation may be expected. 
The method of inventorying must be consistent. (Other methods 
are cost or market price, whichever is lower, and cost of production 
DUCIUP'TION (Kind of livestock, 
crops, or other 
_product5) 
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<ACCRUAL BASIS-Form 1040F, Page 2) 
FARM INVENTORY FOR INCOME COMPUTED ON AN~ 
ON RA.. .. D J.T Pt1BCB.A.SED DUlliNG 
DKOINNL'~O or Yu.a Y&.A:& 
Quan- Inventory Quan- Amount 
tlty ' 'alue tity pe.it.l 
RA18&D DtJ&INO 
YlUll 
Qua.n- Inventory 
t ity value 
CONSUMED Oa Lon 
DURING Y&U 
Quan· Inventory 
tity value 
SoLD Du.mo YJ:.J.ll 
Quao- Amount 
tJty received 
17 
Pac• 2 
OM H4ND J.T E ND 
or YI.A.& 
Quan- Inventory 
tlty va..lue 
-~------------. ':{ _ $ .. !If}_ q_q __ _______ s _____________________ $ _______ __ ____ __ ~-- --- $ _____________________ $ _________ ___ ____ 1._ __ s _ __t/_q_q_ ~fL. 
~~--· '~ ·~~~~ . :~ ( ~~~ ~~·· i --- - ··-··· = •••••• i ··~~· :: !~ - '~: ; - A~---- ~-~- - .. 1PJL Q_Q __ ______________________ .!L ______ ___ _____________________________ __ '{_ __ .. ?:!JL ~_Q __ .!.~ ...... 'liD.~---
~------ ---- -~-o. - .. i.~?L Qa __ ____ ____ ____________ __ tJ:f ______ ____ ______ __ '! __ ___________ ______ ~!i: . ll.f:Q __ ~HL --"'- ____ 9_9P.. QQ __ 
-~ -------------- __ !._ ___ .J(g_ __ q_L .L . ___ ___ 6_Q_ QQ __ _____ __________________________________ ___ __ __ L ___ _ ljf_ qg __ .. L -----~Q- eg __ 
~---=~ ! ·~~· :: : ;:; ::- ~  •••••••••• •••••• ~ --_ ,~~ ••••~~·• = E _Z~; 
.11.-kfli __________________________ _____ ___ ________ ________ ______ ~ro- ___ _____________ ________ ________ ------ ~~- ---~7..£ ~e ______________ ______ __ _ 
~7itJi.~~~~~~::::: :::::: :::::::::: :::::: :::::: :::::::::: :::::: :::::: :::::::::: :::::: :::::: :::::::::: :::::: ~~~ :::~~~: e;;:~ :::::: :::::::~:: :::::: 
__ (q~------------ - _____ __ __ ___________________ -------- -- ___ __ ___ ___ ______________ _______ __ __________ ______ fl9.. _ ---~~~- ~IL . ________________ ..... . 
ToTALs ____________ $3[JQ. ~!L ...... $_!{U . _({_Q __ -- ---- L ............ ------ $... ___ ___ •..•.. -- ---- $.V~:k !HL ...... $'/$XL IX!. . 
(En ter on llne4) (Enter on line 5) (Enter on line 2) (Enter on lne 1) 
SUMMARY OF INCOME AND DEDUCTIONS COMPUTED ON AN ACCR UAL BASIS 
1. Inventory of livestock, crops, and products ~tend of year ...••. $_'/.J.9J?.. ... ~9._ __ 7. Expenses (from page 3) .......... $ __ ~_lfHL ~~---
2. Sales of livestock, crops, and products during year .............. ... f!: '/.J: ... ~9._ __ 8. Depreciation (from page 3) ..... ..... }~~-- ~Q __ 
2a. Other miscellaneous receipts (specify): 
:==1!f;r;t:r;;!~ ==:=::::: =:;i :.. 
3. ToTAL..-------- ---------- ------------------------------------------- $_l(l_tj_q} __ _ Q_Q__ ---------------------------- --- ---------- -------------- __ ___ _ 
' r,;:o~~~~\'~:~:""~-~:~c:"~~':' •. m:a_~~g ··=~===· : •:•••:• ==:=:= ••..•• 
5
' Cod~rf:g ~~::~~--~-~~-~~~~~~-~~~~~~-~~-- ___ !{}_'!:___ ~-- ___ {()_Q_"l__IBJL -------------------------------------- = = 
6. Groes profits (line 3 minus the sum of lines 4 and 5) ____________ $ __ 1J_t{Ql_ __ !UL 9. ToTAL DEDUCTIONS. .... $_ } _(_q_q_ ___ ~-~ --
10. Net farm profit (line 6 minus line 9) to be reported in item 9 on Form 1040 ................................... ------------ $ __ ~J_g_L __ QQ __ 
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of livestock and of goods held for resale.) Growing crops may not 
be inventoried for income tax purposes. 
3. V\Then reporting on Form 1040F be careful not to duplicate 
grain purchased during the year (page 2) and feed purchased 
(page 3). 
Summary of Income and Deductions 
(Form 1040 F, Page 2) 
Note in this smnmary that there is a place for other miscellane-
ous receipts~ which should include st!_ch items as products traded for 
merchandise, AAA payments, refunds from cooperative enter-
prises, etc. 
To complete this summary follow the instructions given on the 
form, then report the net farm profit on Form 1040. 
NOTE THESE POINTS CAREFULLY 
1. Income from nonfarm sources, such as interest on sav-
ings deposits, is to be reported as income but not on Form 
1040F. This income goes on Form 104"0. 
2. The value of farm products consumed in the household 
is not to be reported as income. Nor should the cost of produc-
ing these · products be included in the expenses. However, if 
eggs or other farm produce is traded for merchandise, the fair 
market value of the merchandise received is regarded as income. 
3. Money received from insurance companies under policies 
covering livestock purchased and crop losses is the same as a 
sale of the items paid for, and must be reported as income. 
4. Insurance payments for damage to or loss of capital 
items (buildings, equipment, etc.) should be regarded as being 
for replacement of the items damaged or lost and should not be 
treated as income, unless the amount received exceeds that part 
of the cost not previously recovered thru depreciation; any 
such excess is taxable. Such receipts may be handled as receipts 
from involuntary conversion (see page 20 of this circular, 
paragraphs 12e and 13 ). (The value of the replacement is to be 
depreciated, the same as any other capital item.) 
5. Livestock death losses. Losses due to death of livestock 
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raised cannot be deducted from income. Losses on livestock pur-
chased} either due to the death of such livestock or because of 
selling them for less than the cost price, may be deducted. Nate 
that when reporting by the accrual method, such losses are 
reflected in the inventory, and cannot be otherwise deducted. 
6. Changes in farm land values are not to be taken into con-
sideration in filling ·out a report, except, of course, when a farm 
is sold for more or less than was paid for it. Sale of a farm is 
entered in Schedule B, Form 1040 (see 12 on page 20). 
7. Amounts received as loans (corn loans, wheat loans, etc. ) 
from the Commodity Credit Corporation may, at the option of 
the taxpayer, be considered as income and included in gross 
income for the taxable year in which received. If this is done, a 
statement should be filed with the return, showing the details 
of such loans. (Once chosen, a consistent method must be fol-
lowed unless the permission of the Commissioner to change to 
a different method of accounting is obtained.) 
8. A farm renter will need to take into account most of the 
discussion in this publication. However, in determining his farm 
and taxable income, he considers only his share in th~ farm 
operation. 
9. Farm partnerships do not report farm and taxable in-
come in the same manner as individuals. The individual part-
ners use Forms 1040 and 1040F, but the partnership reports 
on Form 1065. Form 1065 is made up simply to show how the 
income is distributed between the partners. 
10. Carry-over and carry-back provisions in the law should 
be investigated by anyone who operated a business (farm or 
otherwise ) at a loss in 1943, and by anyone who is considering 
changing accounting methods. A two-year carry-over (into fol-
lowing' years ) of net operating losses against net income has 
been allowed since 1939. The 1942 Act included a new pro-
vision allowing a two-year "carry-back" of losses into preceding 
years (except any year before 1941). Note that you must 
carry back a net operating loss before you carry it forward. 
11. Interest on U. S. Savings or War Bonds. If you have 
purchased any of these bonds and are reporting on a cash basis. 
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you may report income (interest) each year as it accrues or all 
at once on maturity. Once the m·ethod has been chosen, how-
ever, it must be continued unless the Commissioner authorizes 
a change. 
12. Gain or loss on sale or exchange of farm business prop-
erty. (Consult Internal Revenue Service. ) 
If, in 1943, you sold a farm, or sold any machinery or other 
depreciable business property or real property used in your business, 
which you had owned for more than 6 months, the following gen-
eral rules apply. 
a. Add up all the gains from all these sales, then add up all the losses. 
b. If the total recognized gains are g1'eater than the total losses, you 
then treat the net gain as a capital gain, to be entered in Schedule .B, Form 
1040. In this -case, note on Form 1040 that only SO percent of such gains 
enter into taxable income. 
c. If the losses are greater, the net loss is treated as an ordinary loss, 
to be entered in Schedule B, Form 1040. The full amount of such losses is 
deductible. 
d. Farm products or other property held primarily for sale are not to 
be included in such calculations. 
e. In getting total gains and losses, you must add in any gains or 
losses resulting from involuntary conversionl ( thru seizure, destruction, 
or fire) of such property, held for more than 6 months. 
Both gains and losses on all items mentioned in this section 
( 12 ) held for not more than 6 months are taken into account in full. 
These are entered in Schedule B, Form 1040, or in Table 4 on page 
1 of Form 1040F. 
13. Sale of farm to Government. If, in 1943 you sold a farm 
to the Government, to be used as part of an airport, military 
camp, etc., and you buy another farm, paying for it at least as 
much as you got for your original farm, there will be no tax 
to pay on any gain you received from the sale of your original farm. 
However, a loss from such a sale is recognized and would be 
included in year of sale. If a gain is realized, special rules apply 
to the cost of the farm you buy when you sell it at some future 
date (consult Internal Revenue Service). 
1If, in case of involuntary conversion you are unable to buy other like 
property within a reasonable time, application should be made to the CoMMIS-
SIONER OF INTERNAL REVENUE on Form 1114 to establish a replacement fund. 
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EXAMPLE: Suppose you sell your farm to the Government for 
· an airport for $15,000. Suppose this farm cost you $10,000. If you 
buy another farm for $15,000, there is no tax on the $5,000 gain 
from the sale of the original farm. If you pay only $14,000 for the 
"new" farm, the unexpended $1,000 is taxable, however. 
Also, for tax purposes, the "cost price" of the "new" farm is 
only $10,000. This is an important consideration if and when you 
sell the "new" farm. 
FIGURING THE TAX 
Estimated Tax for December 15 
(Form 1 040- ES) 
Altho farmer will normally have completed Form 1040-ES and 
paid their estimated tax to the CoLLECTOR OF INTERNAL REVENUE 
before this circular goes to press, the directions for making this 
estimate are included here for those who may have reason to 
review their returns. 
I. Note work sheet (illustrated on page 22) which accom-
panies Form 1040-ES (reproduced on page 23). This work sheet 
includes a large table of computations which greatly simplifies an 
individual's calculations. Since this return is an esti11wte only (an 
error of Y3 the actual obligation is allowed farmers without pen-
alty), the table is a very convenient tool. 
Being an estimate, however, these figures are not the ones you 
"'ill use in reporting your final return due on March 1 S, 1944. 
( Deductions for dependents, for marital status, etc., are figured in 
this table at amounts different from those provided by law; and 
the Victory tax is calculated at 3 percent instead of at S percent as 
stated in the law. The figures also provide for other deductions 
normally taken.) 
2. The smaller table at the top of the work sheet calls for 
the following figures: 
On line 1 enter the net farm income as calculated on Form 1040F 
plus any other income, including salaries, wages, compensation for per-
sonal services, profits from nonfarm business or transactions, interest, 
dividends, rent, recovery of bad debts previously reported as a loss, etc. 
This figure should be your best estimate of these items. 
Line 2 provides for deductions allowed because of marital status and 
for dependents. 
22 CIRCULAR NO. 569 
COMPUTATION OF ESTIMATED INCOME AND VICTORY TAX FOR 1943 
ON INCOMES NOT OVER S1 0,000 
1. Total estimated income from ~·ages, salariJ:s, dividends, Interest, rents, and all other sources including S l1. '- () 'Wo~~~!:.,!r.::.:,~f,!i~ng:'~t:.!~~:!!~~88~i-~i~i;-~i;,;;;;;i;.i;i"•;;.;;.;.-;;;·.-~~iw: ·wb.i;"•i"i,;;;,i):;;;~ii:· $ ___ _____ -- --- -~ ---· 
-•· J9ll ·- ....,..,, u -teiJ u -'ble-beca,.. an andcftetlmale of &u amoaaUq lo more tha.a%0 ,.... .. , (33!1, ,._at 
lor Carmen) .. oubjeetlo a penal tTl! dloe loan uaclerMU...te of •-· 
2
• De~~~~ ~ifealJ~~·s:~!£e$~!~~tFo:sr~~y0dfv~ ~~ea lt'fllf'i:O~y$~::~:t~~-~-~~~~~~~-~--- -----I~_':(_Q ___ ~-
3. Amount to be used in estimating Income Tax (line 1 minus line 2>---------------------------------- -------------- $ _ _!_ i.J.J .... 1~ . 
. 4. Estimated Income Tax for 1943 from table below .... ·-···--·-··----···-----·---··------·-----------------------·-- $ ••. • :>1 .. 10:.9. ... 0.0 . 
5. Amountahown on line 1 minus $624 (in case of joint declaration, see instruction below) IIS .. l .if'.2.9-.. .I.~O. 
:: :::.~m::::~:~:~::d(~!:~c;;~~ a;;~:t;:l~~e5~)~~~~~~~~:~~:~::::::: ::: :::: : :: : ::::: :-::: : ::: :::::::: :: ··$:::::;::fl:::H 
I TURM TO YOUR coPY OF DECLARA noM oM I OTHER SIDE AMD READ MOTE UMDER ITEM 1 
Vktorfl Taz Rumplion on Joint Declaration.-A husband and wife. filing a joint declaralion may deduct a Victory Ta:r 
exemption of $1,248 on line 5 above, unless the income (included in line 1) of one spouse is less than $624, in which case the total 
exemption of both spouses is limited to $624 plus the income (included in line 1) of such spouse. 
Utbe-at..,be Ut ... -..tlobe trtbe.......,nt lobe trtbe-atlobe 
-•a .. u...ttnc Tile .-dlnaetlmallac TIM uad Ia eeUmatlac: Tbe -.llnet~U...llnc Tile ~Tu(Hae3 UDOIIIJllto I-Tu (llae3 amoa.nt &o 1-eTu (U•~ aatoUnt to l-eTu (ll...,3 amounllo abooe)la beeatend •""n)_ .. be entered. aboYe) .. be,eftlet'ed abon) 11 beena.ed 
onllae4.. onllne4 ow line 4 on Uae 4 
BalBO& ...... ....... ........ Bu.tnot abofei8 O.er BatJ\Ot 
........ 
0... ooer 0... 
·-
o. .. oYer ..... 
,_____ 
--- ---1- ----------------
e1o e11.s e2 .925 .9.50 ,159 ~ '}·~~~ !ill 83,900 ,,,000 e121 2.5 .50 6 950 975 163 4,000 4,100 7(2 
.50 75 11 975 1,000 167 l\...!875 1900 32'!J 4,100 4,200 762 
··us 100 15 1,000 1,02.5 171 i;92~ i;95o 328 4,200 4,300 782 100 125 19 1,025 1,0.50 176 4,300 4,400 803 
125 1.50 23 1,0.50 1,07.5 180 1,950 1,975 332 4,400 4,500 826 
1.50 175 28 1,075 1,100 18( 1,975 2,000 336 4,5()0 4,600 850 
17.5 200 32 1,100 1,125 188 2,000 2,050 343 4,600 4,700 874 
200 225 36 1,12.5 1,150 193 2,050 2,100 3lH 4,700 4,800 898 
225 2.50 40 1,150 1,175 197 2,100 2,150 360 4,800 4,900 922 
250 275 44 1,175 1,200 201 2,150 2,200 368 4 ,900 5,000 946 
275 300 49 1,200 1,225 205 2,200 2,250 378 5,000 5,200 982 
300 325 53 1,225 1,250 209 2,250 2,300 388 5,200 5,400 1,030 
325 350 57 1,250 1,275 214 2,300 2,350 398 5,400 5,600 1,078 
~0 375 61 1,275 1,300 218 2,350 2,400 408 5,600 5,800 1,125 
375 400 66 1,300 1,325 222 2,400 2,450 417 5,800 6,000 1,173 
400 425 70 1,325 1,350 226 2,450 2,500 427 6,000 6,200 1,221 
425 4.50 74 1,350 1,375 231 2,500 2,550 437 6,200 6,400 1,269 
4.50 475 78 1,375 1,400 235 2,550 2,600 447 6,-!00 6,600 1,317 
475 600 83 1,400 1,4"25 239 2,600 2,650 457 6,600 6,800 1,371 
BOO 525 87 1,425 1,450 243 2,6l>O 2,700 467 6,800 7,000 1,426 
525 MO 91 1,450 1,475 248 2,700 2,7~ 477 7 ,000 7,200 1,482 
550 67.5 95 1,475 1,~ 262 2,750 2,800 486 7,200 7,400 1,537 
ts75 600 99 1,500 1,525 256 2,800 2,850 496 7,400 7,600 1,592 
600 625 104 1,525 1,560 260 2,850 2,900 IS06 7,600 7,800 1,647 
825 Gl>O 108 1,550 1,576 26l> 2,900 2,960 lS16 7,800 8,000 1,702 
6lro 675 112 1,.575 1,600 269 2,9.50 3,000 626 8,000 8,200 1,758 
675 700 116 1,600 1,625 273 3,000 3,100 540 8,200 8,400 1 ,813. 
700 725 121 1,625 1,6l>O 277 3,100 8,200 .560 8,400 8,600 1,868 
72ts 7.50 125 1,650 1,675 281 3,200 3,300 580 8,600 8,800 1,923 
7.50 775 129 1,675 1,700 286 3,800 3,400 600 8,800 9,000 1,986 
77/S 800 133 1,700 1,725 ° 290 3,400 3,500 620 9,000 9,200 2,048 
800 825 138 1,725 1,7.50 294 3,500 3,600 641 9,200 9,400 2,111 
825 8.50 142 1,750 1,775 298 3,600 3,700 661 9,400 9,600 2,174 
830 875 146 1,775 1,800 303 3,700 3,800 681 9,600 9,800 2,23'6 
875 900 150 1,800 1,825 307 3,800 3,900 701 
I 
9,800 10,000 2,299 
900 925 154 
.,..?-..::~~~ .. =~:.b:~~==-~.:.:::=:;=:..:::=.::"'.w.i::!.:.!i!:""...'dl:.::!:t~·=~~!=.:: 
--IUMI....Ut r.r clopeadoal8 bea beaa '-<!. oilladlcale<labaYo oil Uae 2. r .. lbe ,_ ot thla leb .. onlr. 
Form 1040-ES 
Tr .. eury Oep4ortment 
l.u.a.w of Jntwnal R•venw• 
FIGURING THE l943 INCOME TAX 
UNITED STATES 
Declaration ol EstimateJ Income anJ Victory Tax by lnJiYiJuals 
FOR CALENDAR YEAR 1943 
or Ascal year beginning ---==-------- -·-·• 1943f and ending --~----- ---- --1 1944 (S.e occompo~ying INS RUCTIONS) 
(Cushier's Stosnp) 
2. Eatimated Income and Victory Tu withheld durint entire year_ ___________ ____ __________ ··-----------:: _____ -
3. ESTI MATED TAX .Iter dcductina utimatcd tu withheld (item l minus item 2) ____ $ ____ _ ~_!l.l--· i-1--
~: ~=~~:~~;c~i;! :~~:~:~~~~:~::i~::3~;tt~~~~i~~:~::;;::::: :::::::::::::J -::::::£;f::~ i 
23 
Social Security Number, if any ................................................... . ha1~1:.e~oc~::~,~:teby t~e,J:a~-~~d* t~ tf:'jt=.~· c!,h~y}~~·, d.:~•;i~~'! 
PRINT NAME AND ADDRESS P.LAINL Y 
.. Jfl.iut .. J... .. ~!l</ .. MQ.~ ___ JJo_q_ _______________ ___________________ _ 
.... !tR.~~:to:~."-=~~~ -·~-~ - --~~:~-~~~- ~~~·-~- ~~:-~~~ -~~-~-~~-~~=~-----
,:;.,_,.Mn.wU., . ... , .. aJ,MII.) 
.A.n,r_tQ~r.t ____ ________________________ _____ _____ JJJl,_,_J~- -- - - ----- -
tc-.,.,.t •• n> (SW.) 
(OVEit) tG-,..75-1 
and belief ia a true, correct, and complete declaration, mad• In aood 
faith, for the taxable year alated, punu•nl to the Internal R.•Mu. 
Code and the r .. u.lation• i .. ued under •uthOI'ity thet.of • 
___ ___ 0 k ___ .(!, ____ J!_d_ __ _______________ -- -~-~/!.t?_ /_!/_-$__ Q (S.an.ahue af tu,..r•r., •a•DI ) (Oat~· · 
(Ji'ti,i;~m~.;.~;,~-~-;.;.~;i.~-;;<~-.;;i.~i.-h,;;~;.;4-;,;,j-ri;) 
· Line 3 is to show the amount you will use in estimating your income 
tax. Find this amount in the large table, note the estimated tax shown 
there, and carry this tax figure to line 4. This figure is the estimated 
regular income tax to which the estimated Victory tax will be added. 
On line 5 enter the amount of income subject to Victory tax. This 
will be the amou,nt shown on line 1 minus the Victory tax exemptions 
($624 for a person filing separately; $624 for a joint declaration where 
the wife has no income; and $624 plus any income up to $624 that the 
wife receives if a joint return IS made). If a farmer and his wife each 
claim $624 deduction, evidence should be presented to prove that a joint 
deed and a joint bank account exist, and that both the husband and the wife 
contribute substantially to the operation of the farm. 
Line 6 is for the estimated net Victory tax. 
Line 7 is for the total of the estimated net Victory tax (line 6) and 
the regular income tax (line 4). 
3. Now compare the amount shown on line 7 with your 
last year's total tax ( regardless of what you have paid on it), 
which you filed l\1arch 15, 1943. If the amount on line 7 ts the 
larger, enter it on line 1 of Form 1040-ES. If the 1942 total tax 
IS more than the amount shown on line 7, enter last year's tax 
amount on line 1 of Form 1040-ES. 
4. Proceed as directed on Form 1040-ES, with one excep-
tion, which ts this: Farmers are required to pay all of the 
amount shown on line 5 of Form 1040-ES, and not one-half, as 
IS stated on the form. Farmers were extended the privilege of 
delaying their tax estimates until the end of the year so that 
they could estimate their incomes with reasonable accuracy. 
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Hence they must pay all of the estimated tax on December 15. The 
CoLLECTOR OF INTERNAL REVENUE requests that farmers write the 
word Farmer conspicuously on Form 1040-ES. 
5. Mail completed Form 1040-ES with check or money 
order to CoLLECTOR OF INTERNAL REVENUE, Post Office Building, 
Springfield, Illinois, if in that district, or to CoLLECTOR OF IN-
TERNAL REVENUE, U. S. Court House, Chicago, Illinois, if in that 
district; or make payment in cash or check to your local Deputy 
Collector of Internal Revenue. Checks or money orders should be 
made payable to CoLLECTOR OF INTER AL REVE ruE. 
Final Return Due March 15, 19 44 
(Form 1 040) 
Reread pages 18 to 21 under "Note these points carefully." See 
also the printed instructions with Form 1040. 
Form 1040 has been revised for 1943, by the Bureau of Internal 
Revenue, to include provisions for the Victory tax, entries of 
amounts paid during 1943 on both income and Victory taxes, and 
the unforgiven part of the tax for 1942 or 1943, whichever year 
shows the smaller tax obligation. 
Computing Income for Income Tax-Normal and Surtax 
I. Enter the net income from the farm business on line 8, 
column 1, page 1, Form 1040, as computed on Form 1040F. 
2. Enter other taxable income on the other lines in the 
I NCOME section on page 1, column 1, Form 1040. Other taxable 
income includes salaries, wages, compensation for personal services, 
profits f rom nonfarm businesses or transactions, interest, dividends, 
rent, recovery from bad debts previously reported as a loss, etc. 
3. Show nontaxable income in a sta tement attached to 
Form 1040. Following are some of the nontaxable income 
items : 
a. Value of property acquired by gift, bequest, devise or inheritance. 
h. Amounts received as accident or health insurance, or workmen's 
compensation insurance. 
c. Life insurance received as the result of the death of the insured. 
d. Interest on Postal Savings deposits 'made before March 1, 1941. 
>RM 1040 
~il.~::::r:s:.~~. 
UNITED STATES 
INDIVIDUAL INCOME AND VICTORY TAX RETURN t943 
File 
FOR CALENDAR YEAR 1943 ~Cod~·------
Serial 
or fiscal year beginning ______ ----- ----------- -• 1943, and ending --------------------- -··• 1944N ~~·- ------
•• ~::;s;;~f;~~~;~~~~:·,~~,;~~·,;~;·~~'••· ·· DW~c ..... •• , ... ,, 
(Street and ,..mbtr. er natal reYte) 
__ tA_bUj~------ - -- -(o.;· ;; ·,~;;~j------ - -----------------.d~--- - - - -- -
Column I Column2 
COMPUTATION OF NET INCOME 
Income Tu Net Income Victoty Tu. Net Income 
INCOME 
Employer ·• Name City and State 
$ _______ ______ ___ __ ------ $ ____________ ______ --- ---
•ronusoo 
lnKiieal) 
Total ______ _____ _______ ___________ ____ ___ _____ _________________ , ____ _____________ ______ _______ $ _________ ______ ____ ___ __ $ _____ ___ ___ ___ _________ _ 
Less: Deductible expenses. (Attoch ;,,,.,; .. .s otatement) __________ __________ ___ __ ___ --------------- -- --- - ----- -------------------- ---- - -
Compensation after deductible expenses ... ....... -------- -------------------- $ _________ ___ _______ ___ __ $ ____ __ __ ______ ______ _ _ 
lividends _____________ ___ ___ ______________________ _____ _____________ _______ _________ ___________ ___ _____ ___ ____ _ ---------------- ---- ------ --- ----- ------------ -----
nterest on. corporation bonds, bank deposits, notes, etc· ---- --- ------ -- --- -- ------ - ---- -- --- - ------- - -- - ----~-~ 1.6. ___ __ __ ____ ;?,_~- .I.S 
nterest on Government obligations, etc. : (a) From line A (8), Schedule A ___ ____ __ ______ -- ---- -- ----- --- -- -- ___ __ _ x x x x x x x x x 
(b) From line B (5) and (3), Schedule A ..... -------------------- ____ __ ·····--------------c- ------
.nnuities _____________ ___ _______ ..... ____________ . ___ . __ ... ____ ----- ... --- ... --- .... ------------------------- --- __ ---- · .. ---- __ .... . .. ---. ----- --- ------------ ------
a) Net gain (or loss) from sale or exchange of capital assets. (FromScheduleB>- - --- -- - - ----- ___ _____ g _(LO. D.O. x x x x x x x x x 
I) Net gain (or loss) from sale or exchange of property other than capital assets . (From Schedule B). ------------ --- --- -· ____ __ ---·---------------- ------
lents and royalties. (FromSchedule C (I)) __ ___ ________________ ____ __ ____ _______ _________ _______ .•• . •• ·- - --- - --- - -- - ----- - - -- - - .• ---- -- - ----- - ------------- ------
let profit (or loss) from business or profession. (From~ • • • .LQ¥.Q_E) ___ ______ ____ ..... ..3~~- 3 . LQ_ ----~ -~-~-~ -- LO. 
(State total receipts, from line I, Schedule C (2) $ ........... .... ________ ___ ) 
ncome (or loss) from partnerships; fiduciary income ; and other income. (fromSchedukC(3))_ ········-----------· -- - --· ·----·······---·· .....• 
Total income in items 1 to 9 .. ------------------- -- ------ --------------------------------------- $ ... .9.1.!7..7.. -~~ $ .... J:z.~-2- .:U> 
DEDUCTIONS 
:0ntributiOnS. (&pla;ninScheduleO) •• •••••••••••••• •• ••.•••. • • •• ••• ••• •••. • ••••••••••••• ••••• • ••••••••••••• $ ..... ..... ~.9. !!.Q. X X X X X X X X X. 
nterest. (Expla;n ;. Schedule E) (See lnotru<t W.no 12 and 16 fo< VH,tory Tu deduction) •••••••••••• • •••••••••.••.••• -------------------- ------ X X X X X X X X X 
'axes. (&plain ;n Schedule f) (Soc lnotru<t ;ono 13 and 16 fo< V;ctory Tu dcdu<tW..) ••..••••••• • •••••••• • ••. • • •• • ••••• •••••••• • .•• S"_~ ~~ X X X X X X X X X 
.osses from fire, storm, shipwreck, or other casualty, or theft. (Upla;n ;. Schedule G) _____ ____ ___ ------------ - --- - -- - ------ x x x x x x x x x 
.1edical, dental, etc., expenses. (Eapla;n ;.Schedule H>- -- - - ---- ----------------------------------------- --- -------- --------- ------ x x x x x x x x x 
lther deductions authorized by law. (Eapla;n ;n SchcduleG) ____ ____ __ ___________ ---------------------- -------- -- - -----~ ~- /::, $ ... .... .. ~ .. . 
Total deductions in items 11 to 16 ... ·------ ---------------- --- --- ---------------------------- - $ ......... . 1.6 . 1~- $ ......... :-::-:-:-:-:-:: .. 
ncome Tax net income (item 10, col. 1, less item 17, col. 1)------------------------------- ---- $ ..... Y.O.S..I. .10 x x x x x x x x x 
'ictory Tax net income (item 10, col. 2, less item 17, col. 2) ..... ----------- --------------- ___ __ x x x x x x x x x $ ... .J.d.'!:2 .. -d$" 
INCOME AND VICTORY TAX 
Jnpaid balance of 1943 Income and Victory Tax (from line 22, page 4)------------- -- -- --------- ----------------- ----- $ ...... ./~-~- -~-6 
(ou may postpone, until not later than March 15, 1945, payment of the amount you owe up to one .. half -
of item 19 (c), page 4. Enter the amount postponed. (for persons whose surtax net income for 1942 ,:o~!:~;;:~~dt~~O;~;ns(~t;:h~g~!~s~;;l- 2i)·.·-~---_-_-_-_-_-_·_·_·_-_-_-_-_-_~--~---_·:: :: : ::::::: :: :: :::::::::::: :::::::::::::::: :::::: :: · i::::::::~i ~ 
~elund or l If ~)~ et~::: ~~/diffe~::C~~~~~- ~!~~-~ - ~~ --~~ -~~- :.~-~~- ~~ - ~~- !~~~-e~ - ~~~-~- ~~-~~--t-~~ -~~~~~ --~~-~~-~~-~~-- $ ____ ______ __ _____ ~-= 
.redit Indicate by a check mark ( v ) what you want done With this overpayment : Refund It to meO; 
Apply it on my 1944 estimated tax 0. 
d•clu• undu th• p<nalt••• of p<rjury that thia rdurn (including any accompanymgach•dulea and atat•m•nta) hu lxen •nmined by me and to the beat ol my 
•• ol penon (othtr than t.a.s'JM:yu 01 •cent) prrper inc rtturn) (Date) 
:da• and lxlief ia a tru<, corr<et, and complete r<turn. ------ - ----1--~--L.----f)_ft ___________ ______ . .L/h.~ /t.f: 0 (Sicnatur< cl-yu) · (Oat{)"/ 
(N.,. cl fu-m., anploy« . a any) 
26 CIRCULAR NO. 569 
4. Deductions. Space is provided for these on lines 11 to 16, 
page 1, of Form 1040. Explain these in Schedules D to H, page 
3. The following types of items are deductible: 
a. Contributions to organized charitable and religious organizations 
(Schedule D). 
b. Interest on personal indebtedness (Schedule E). 
c. Certain taxes not previously deducted on Form 1040F. Some of 
these are property taxes not deducted as a farm expense on 1040F, personal 
share of auto and driver's license fees, personal share of Illinois gasoline 
tax (3¢ per gallon), tax on admissions, assessments on real estate for 
repairs of drainage ditches) levees) etc. Illinois sales tax not deducted as a 
farm expense on 1040F is deductible. (Special care must be taken not to 
deduct any of these items twice-that is, on both 1040F and 1040.) Not 
deductible are special assessments for local benefits such as a dredge. ditch 
or levee, inheritance taxes, and federal income tax (Schedule F). 
d. Casualty damage, if not covered by insurance, such as automobile 
collision loss, storm damage or fire loss, including storm or fire damage to 
residence, etc. (Schedule G). 
e. That part of medical, dental, and other health expenses (including 
amounts paid for accident or health insurance and not compensated for by 
insurance), which exceeds 5 percent of the net income computed before 
deducting such medical expenses (Schedule H). 
Computing Income for Victory Tax 
The Victory tax net .income is figured in column 2 on page 1 of 
Form 1040. To arrive at "total income" all income items in column 
1 are carried into column 2 except those hawing interest on certain 
government obligations and net gain or loss from sale or exchange 
of capital assets. The usual deductions for income tax are not per-
mitted, but deductions may be made for net operating losses, ali-
mony, separate maintenance, and certain non-business expenses. 
Computing the Income Tax-Surtax and Normal Tax 
When lines 1 to 18, column 1, on Form 1040 are completed, 
carry the net income figure from line 18 to page 4, line 1 ; then fill 
out the rest of the lines on page 4 as follows: 
Exemption~. Line 2 and Schedule I ( 1) are used to show 
personal exemption. For a single person, this is $500 and for mar-
ried persons, $1,200. If status is changed during the year, adju t-
ment must be made in the personal exemption claimed. 
Line 3 and Schedule I ( 2) are used to show credit for de-
pendents: $350 for each child under 18 year of age, $350 for each 
...... 
Schedule D.-cONTRIBUTIONS. (See Instruction 11) Schedule E.-INTEREST. (See Instruction lZ) 
Schedule F.-TAXES. (See lnatruction 13) Schedule G.-LOSSES AND OTHER DEDUCTIONS. (Sae J.tnctillll4 _. 15) 
I. Nuno and ~- ol Peno• toW'- Pa,._,... W•• Mode ). "-"'< 
$ ••••..•••.•••• ------
E~:f:~~~~~~;::-:~:::::~:~~:::::_~~-~~=~=~~-~-~::~~~-~~~-~-~~~~-~-~~~~-~-~~ ~~-~~~~~-~~:~~~~~~~-~~~~ ~~~~~~~:.~~~~~~-~~~ ~~~-~~~ 
§§S~iEi~~~;~E:';:;~~:-: ____ :: ___ -~·-~~::~:::~~~-~1-::~:::·:--::J~ ·------------- -----
IJ'Oolline6 ___ __________________ __________ _____________ __ ________________________ _______ _____ _________________ __________ _ ="-== 
!au ollint 3 over line 7. (Entu aa item 15, ~1• 1, aubject to muimum limitation.) (See lnatruction 15) __________________________ $ .••.••••• ••. ..•••• 
Schedule I.-PERSONAL EXEMPTION AND CREDIT FOR DEPENDENTS. (See Tax Computation lnatructiona) 
(l) P..-.onal Esen>ptlon (2) Credit for Dependenta 
·····-----------------------------------·--------------·--------·---- ------------------- --- ----------- -- ------ -------- ------------- -----
·--------------- --- --- -- - ----- · -···---------------------------------- Reuon for aupport if 18 yeara 
or ovu ---- -- __ ... __ -- -- ----------------------------------------------
Schedule J.-cOMPUTATION OF EARNED INCOME CREDIT. (See Tax Computation lnatructiona) 
I ,.our net lncorDe Ia S3,000 or LESS, uae onl)' thla part 
of achedule 
(2) If )'our net lncon>e Ia MORE than .3,000, .... onl7 thla part 
of acbedule 
~(item 18, paael) __________ ___ _____ $ ____ ___ __ _____ - -- -- Earned net income (not more thu. $14.000) •.••••••••••••• $ ••• • --~--lf.~ -~-i}... 
~ income credit (10% of net income, Net UKome (item 18. paae !) ... ........ ..... . ...... . ..... ... ----~Q~L ./..Q_ Earned income credit (10 % of earned net income or 10% ~e> . --- - - - - -- ----- -·-····-··--· · --- -- -·--·-·- - - ·-----·------------- ------ to n:~i=e~i~.~~v~~ S3h~t~~~~ - ~~~~~~-~: .:~~-~~·-~~- ------ ---§_!!__f?. __ ~.?. . 
QUESTIONS 
Did you 61e a return for any prior year} -Y-~.1 .... . If 10, what wu 
the lateat year} . J11:A.. ... To which Collector'• office wu it aent} 
u%7J:f:~-~~-~i~fi~!~l.~~-~-~j,-id;-~j~~-~ 
ollice wu your declaration aent} w-r-r.~-at:~ ~ aeparate return wu made for the current ye r, atate: ---7· 
o) Name ol h .. band or wife ----------------------------------------
(6) Peraonal exemption. if any, claimed thereon ------------------------
(c) Collector'• office to which it wu aent ---- ----- ----------------····· 
:heek whether thia return wa~ prepared on the cuh 181 or accrual 0 buia. 
5. Wu the rate of your aalary or w~au increaacd or decreaacd durina your 
ta.uble year? (Yu or No)- -~-----
6. Did you receive .!urine your taxable year any amount daimcd to be non-
tuable (aee General lnatruction I)) •• h1..... If 10, attach achedule 
ahowingaource, nature, and amount olauch income. 
7. Did you at any t ime durin& your t.uable year own directly or iJidirectly 
u.y atock oE a fore ian <O'l*'ation, or a penonal boldine company u 
de6ncd by aection 501 ol the Internal Revmuc Ulde) • .d-'4...... If 
10, attach atatanent required by General l111tnlction L 
Questions 1 and 2 a taxpayer will, of course, insert either "Springfield" or "Chicago," 
both. 
COMPUTATION OF INCOME AND VICTORY TAX. (See Tax Computation lnatructiona) Pqe 
I. Income Tax net income (item 18, page 1).·--------- ----·---- --------------------------------------------- ------------------------- $ ... !-LOS/. /1. 
l: ~,l~~a~f:~;~·~~~~~ :····:.:·:•.:••::.:··•••::····:• •••• ••••••···· ··••[:• ~~~~.~~ ·s:.i¥o: .~ 
5. Less: Certain interest on Government obligations (item 4 (a), page 1)·-------- -- ------------····j $- --- - ---- - -------~------
6. Earned income credit. (From Schedule J-<1)"' J-<1)) •.•..•.••.••.••• • • .• • . ••• •• •••• •••. • .• • •••• •••••••• =-~· .::-- - - ~-~.0.. ~-Q - -- -·----~~.0.. ~-~ 
i: ~:~:~o~::l~~~;~~~~::~~~-~<~:~~~;~~~~: :_~:;:~:;:~~~:>:::::::_:_:_:_~: ::::::::::::::::::::::::::::::::::::::::::::::::::::::::: -~~:~ 
10. Total Income Tax (line 8 plus fine 9). (If Schedule B "uoed and alternative tu computation made. en«r tine 16, Schedule 8 ) ••••••••• $ ..... ¥..7~-~  
11. Less: Income Tax paid to a foreign country or U. S. possession. (Attach Focm 1116) • .•••. ------------------- ----- - ·------- .. . ........ .. -:-:-:-:-:1: __ 
12. BALANCE OF INCOME TAX ... ·------ ------------ ---- -----------·----------------- ---- ---- -- ---------·- ·--- --------- --·-----·---· _$ ..... Y7..~- ~~ 
- 13. NET VICTORY TAX (line 6 of Victory Tax Schedule, below) ..... ---------------------- ---- ---------- ----------·---- ---·- ............ 1.6. 0~ 
14. Total of lines 12 and 13 ........................................ .. ........................................................................ $ .... .S.Y.f .3.1 
15. Income Tax paid at source on tax-free covenant bond interest. (See Footnote 1) .... .. ....................... .. ......... . .. ... -=:f:: .. 
:~: ~~~:~: ~:: 1;:; 11g42: -- -(~~-s~~-;~;;:~~-;.--F~~;;: · i -125." "f;~;;: -c:~ii~~~~) -(F-i~~~.- -~~-~ -~~~~- 4 - ~i - i-~~-;;~~~;~~~)-_-_-_-_:::: ! :::: .~ij~ 
18. Enter line 16 or 17 whichever is LARGER. (Members of the armed forces see page 4 of Instructions) ............. $ ... ~.S.~ . -~1 
19. FORGIVENESS FEATURE (Don't fill in (a), (h), and (c) below, if either line 16 or 17 is $50 or less): 
(a) Enter line i6 or 17, whichever is SMALLER. _________________________ _______ __ _______ __ ______ ____ ! $ .••. $1.?-.;?. .. rU 
. (b) E~~e: :~Ro~:t~~f:~~~h;fo:h~a~~~~-~~-i~~~~~ -~:-~~--- ~~:~~~~~~- :~-~~-~~~~- -~~:~.:~.1 $ .••. .3.SY .. _/_g_ 
(c) Enter the UNFORGIVEN part of the tax which is the BALANCE (subtract (h) from (a))-:-(See 
Footnote 2) .... .......... ------------·-------·----- --------- -- -- ------------ ------------------------------------------· ----·--- _______ )__{j_ __ .tJ..Z 
20. TOTAL INCOME AND VICTORY TAX. (Total of lines 18 and 19 (c)) ___________ ____ ______________________________ $ .... kb:b .. 3"l. 
21. Less : (a) Income and Victory Tax withheld by employer .......... ...... .. ..... ... ........ .. .... .. . ~ $ . ·- ---·----~-- __ ..... . 
(b) Income Tax paid on 1942 income .......................... ------------- -- --- ------------ --- -- __ __ __ ;;1._3__{,_ _l3_ 
(c) Tax paid on 1943 income on account of Declaration of Estimated Tax ............. ....... 3..<'.c:S:'. Q. 
(1.) Total payments ..... ----------------------------------------- ----- ------- ---- -- -- ----- -- -------------- ------·------ --- --- ----~-:_'fj_ _7,3 
22. UNPAID BALANCE OF INCOME AND VICTORY TAX. (If line 20 is larger than line 21 (tl). enter the /, 
difference here and also as ttem 20, page 1; if not, see item 23. page 1) ................................................. _ $ .. ./ ~¥.. ___ )~ 
FOOTNOTE 1.-lf you claim a cr.dit in lin• 15, disr•e•rd lines 1' (a) and (b), compl•t• Schedul• L-1 on pace' of lnstru.ctiona, and ent.,. reault in Hn•ll (el. 
Attach compl•ted schedule. 
FOOTNOTE 2.-lf your aurta:.: nat income for : !W2 or lt43 e:.:c..ded $20,000, requlrin& you to complete Schedule L-2, enter h•r• the amount ahown on line It 
or 27 of auch achedule, $ ________ .. ---- - · . ···---- ----· and increaae 19 (c) by auch amount . 
Schedule K .-VICTORY TAX. (See Tax Computation Instructions) 
I. Victory Tax net income (item 19, page 1) ... .. ...... .......... ... ........ ... ........................... ....... .. ................... $ .. J.;? _ _lf1 __ ..;?] 
2. Less: Specific exemption ($624 if return reports income of only one person ; otherwise, see Instructions, page 3). ___ _____ 6_.;;_$.:: _(I_Q. 
!: ~~;:; ~:~e~f:~ev;;:~~;<J% ~~~~! ~)~~-~:~-~ -2-~-- -_-_-_-_-_-_::::::: :: ::::::::::::::::::: : ::::: :::::::::::::::::::::::::: : :::::::: : ::: ::~:rii: ,~ 
5. Victory Tax credit· 
(a) Single person, or married person not living wtth husband or wife : 25 % (plus 2% for each dependent) 
of line 4, but not more than $500 (plus $100 for each dependent) .......................................... .......... $= = 
(h) Married person living with husband or wife if separate returns are filed : 40 % (plus 2% for each dependent) 
of line 4, but not more than $500 (plus $100 for each dependent) ... ... ... ................... ... ............. ....... $ ....... ~-~ --~ 
(c) Married person living with husband or wife if only one return or a joint return is filed, or head of a family : ------~  
40 % (plus 2% for each dependent) of line 4, but not more than $1 ,000 (plus $100 for each dependent). !::::::::·
2
-:
6 
___ :
1
:
0
:·7,: (See Schedule 1- (2). for exclusion of one dependent by head of a family) ................ ... .... . .. .. ... ....... .. . 
6. Net Victory Tax (line 4less line 5) . (Enter in line 13, above) .... ~----- --- --- ----- -· --- -- --- -- ---- - -- -- - -- - - -- - ----- - -- -- -
Schedule L.-To be used only by individual• whose aurtax net income for 1942 or 1943 exceeded $:ZO,OOO 
Schedule to determine whether Section 6 (c) of the Current Tax Payment Act of 1943 is applicable 
I. Surtax net income for 1942 (item 23, Form 1040 (1942)) ... .. ----- -- -------- ----------- ---- ----- ---- -- -- ------ -- ------- $ ...... ............. ... .. 
2. Surtax net income for 1943 (line 4. above) .. .. .................. ------ ---------- --- --- ------------------- -- -------------- ---- --- $ ....................... . 
3. Surtax net income for base year,$.. ........ ...... .. . plus $20.000 : $ .... ..... ... ...... .... .. - (Check year u~d : 1937 .. .. : 1938 .. .. 
1939 .... : 1940 __ __ .) 
If either line 1 or 2 is greater than line 3, separate Schedule L- 2 should be secured from the collector and filed with and as a part !l 
this return. 
Note.-lf a joint return ia filed for ~it her 19-42 or 1943 and •eparate return• lor the other of auch year•. en ter the aev•&•t• of the Mparate aurtu Mil 
incomes for the •epa rate return year. The •urtaw: net inco"'e to be entered in tina 3 aha II be determined in the aama manner •• the aurtaw: net 
income entered in linal or 'Z, whiche•er i • t he lesser . 
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adult incapable of self-support if mentally or physically defective. 
As for personal exemption, change in status must be taken into ac-
count when claiming credit for dependents. 
Surtax. Line 1 minus the sum of lines 2 and 3 gives the surtax 
net income, line 4. Surtax is figured as follows: 
I. If line 4 is $2,000 or less, multiply by 13%. and place result on 
line 9. 
2. If line 4 is more than $2,000 and less than $4,000, multiply the 
excess over $2,000 by 16% and add $260. (Example: line 4 is $3,100. 
$3,100 minus $2,000 is $1,100. $1,100 times 16% is $176. $176 plus 
$260 (13% times $2,000) is $436, to be entered on line 9.) 
3. Similarly, if line 4 is between $4,000 and $6,000, multiply the 
excess above $4,000 by 20% and add $580 ( 13% times $2,000 plus 
16% times $2,000) and place result on line 9. The surtax rate on 
amounts between $6,000 and $8,000 is 24%, between $8,000 and 
$10,000, 28%, etc. 
Earned income credit. Earned income is salaries, wages, and 
other compensation for personal services. If derived from a busi-
ness, such as farming, where capital and labor both produce income, 
only 20 percent of such net income is considered earned. 1 
The earned income credit (line 6, page 4, and Schedule J) is a credit 
against normal tax only. The credit is based on 10 percent of the earned 
income or 10 percent of the net income, whichever is lower. But if the net 
income is $3,000 or less, the credit is 10 percent of the net income. If the 
net income is in excess of $3,000, and the earned income is $3,000 or less, 
the credit is $300, because the first $3,000 of net income is always con-
sidered as earned income. Following is an example: 
Net income 
Salary ............ ... .............. $ 2,000 
Farm income.. . . . . . . . . . . . . . . . . . . . . . 12,000 
Total net income ...... . ..... .. . $14,000 
Earned income 
Salary, all earned ................... $ 2,000 
Farm income, 20% of $12,000. . . . . . . 2,400 
Total earned income ............ $ 4,400 
Earned income credit. ....... . . . ....... $ 5002 
In no case may the earned income credit exceed $1,400. 
Normal tax. Line 4 minus the earned income credit (line 6) 
gives the "balance subject to normal tax" (line 7). This is mul-
tiplied by 6% and the result entered on line 8. 
1A .farmer whose net income exceeds $15,000 should consult the Internal 
Revenue Service about the 20-percent provision for earned income, on income 
derived from capital and labor. 2This is 10% of $2,000 plus $300. 
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Total ·surtax and normal tax. This is shown at lines 10 and 
12 on page 4. It is obtained by adding lines 8 and 9. 
Computing the Victory Tax 
To arrive at the 1943 Victory tax, follow the instructions 
g iven in Schedule K on page 4 of Form 1040. 
For further information about exemptions allowed at line 2 
in Schedule K, turn to paragraph 4 on page 7 of this circular. 
Computing Total 1943 Tax Liability 
At lines 12 and 13, page 4, of Form 1040 are spaces for in-
serting the income tax and the Victory tax as computed for 
1943. These are totalled on line 14 to show the total 1943 tax 
liability. 
As pointed out earlier, however, the tax to be paid is the entire 
amount (income plus Victory) for 1942 or for 1943 (whichever 
year's total tax i~ the larger) plus the unforgiven pqrtion of the 
tax for the year which shows the smaller tax obligation. 
Computing the Total Tax Liability for 19 4 2 and 19 4 3 
At lines 16, 17, and 18 space is provided for showing the total 
tax liability for 1942, for 1943, and for the larger one of these 
two years. 
The lines that follow line 19 provide spaces for adding to the 
tax for the larger year the unforgiven part of the tax for the 
smaller year. 
This brings one to the total income and Victory tax at line 20. 
The figure inserted here shows a taxpayer's total liability for the 
two years 1942 and 1943. Most farmers will have already paid the 
greater part of this sum. Such payments as have been made are to 
be inserted at lines 21a, b, and c. 
The balance due (line 22) is the amount that must be paid 
when the return is filed (on or before March 15, 1944, if" return 
is on a calendar-year basis), unless the taxpayer elects to carry 
forward Y2 of the unforgiven portion of the tax to the year 1945, 
which he may do if he so desires. 
The amount to be paid when the return is filed should be 
entered on page 1, line 22. 
FIGURING THE 1943 INCOME TAX 31 
In case a taxpayer has already paid more than is due, he can. 
indicate on page 1, line 23, whether he desires the overpayment 
refunded to him or credited on his 1944 tax. 
ESTIMATED AVERAGE USEFUL LIFE OF AGRICULTURAL EQUIPMENT 
U. S. Treasury Department-Bureau of Internal Revenue 
(From Bulletin " F," Pages 12-13, revised January, 1942) 
Average 
useful life 
Animals (years) 
Cattle, breeding or dairy. . . . . . . . . 8 
Goats, breeding . . . . . . . . . . . . . . . . . 5 
Hogs, breeding. . . . . . . . . . . . . . . . . . 5 
Horses, breeding or work . . .... .. . 10 
Mules, work ....... . . . . .. .. ..... 10 
Sheep, breeding. . . . . . . . . . . . . . . . . 5 
Binders 
Corn . .. ... .... . . . ....... ..... . 12 
Grain ...... . ... . ..... .. . .. . .. : . 14 
Burners, oil. .. . .... .. ............ . 15 
Carriers 
Feed ...... . .. ... ... . . .......... 20 
Hay ... ... ........ . .... ..... ... 25 
Litter ............. .. ........... 5 
Cleaners and graders . . . . .......... 15 
Conveyors and elevators . .... .... .. 15 
Cribs, corn ..... . .. . ....... . . .. ... 30 
Cultivators .. ... ..... .. .. . ........ 15 
Cutters, feed .... .. . ... ......... . . 12 
Diggers, potato . .. .. ........... ... 15 
Distributors, fertilizer . ........ . ... . 12 
Drills, grain ........... . . .. .. . ... . 15 
Elevator machinery, grain . . .. . ..... 18 
Elevator and wagon dump, grain . ... 12 
Engines, gasoline ...... . . . .... . . ... 10 
Feeders .. ... ......... . . ... .. . . .. . 8 
Fence posts, steel . . . . . ...... . . .... 30 
Fencing, woven wire . . ..... .. ... ... 15 
Gates, farm .. .. ........... ... .. .. 15 
Grinders, grain and feed .. .. ....... 15 
Harness .... ......... . . ... ..... . . . 7 
Harrows .. .... . ... . .... .. ... . . ... 15 
Harvesters, grain ..... .. . . ... . .. . . . 15 
Hullers, clover and alfalfa ... ... ... . 15 
Huskers ... . . ..... .. . . .. . . . . . .. ... 15 
Listers .. . ........ . . . ............. 15 
Average 
useful life 
(years) 
Loaders, hay and seed . ........ . . .. 10 
Milking machines .. ... ... .. ....... 20 
Mills, feed . . ...... ........... . . .. . 15 
Mowers, farm ........ . ..... . ...... 14 
Planters . . .. .. . .... . .. . .. ... .. .. . . 15 
Plows ......... . ... ... . , .. .. ...... 15 
Press, hay, baling . . .. .... . .... .. .. . 12 
Pumps, bucket .. ... ... . ........ . .. 22 
Racks 
Feed .. .. .. . ... . . . . ... .... ...... 10· 
Hay and stack ....... .. ... ...... 15 
Rakes .... . ... .. .. . . ..... . .. . . .... 15 
Scales 
Portable .. ...... ..... .. . ... .... . 15 
Truck or wagon . ......... . .... . . 25 
Seeders, all types ... ... . ... , .. . . . . . 18 
Separators, cream or grain .. .. .. .. . . 15 
Shellers, corn . . . . ... . ... ....... .. . 20 
Shredders .... ... .. . ...... . . . . .... 15 
Silos 
Concrete . . ..... ..... ....... ... . 50 
Metal. ......... ... . ..... . . ..... 25 
Wooden . . ........ .... . ..... ... . 20 
Sowers 
Grain, broadcast ............. .. . 15 
Lime ......................... .. 8 
Spreaders, manure ... . ............. 15 
Tanks, watering .. . . . .. . .. .. . .... .. 20 
Threshing machines .. ... ...... ... . . 15 
Tractors . . .. . . . . ... . . . . .. ..... . .. . 10 
Wagon beds and racks ... ... . . .... . 6 
Wagons 
Light .............. ... ......... 12 
Trucking, heavy duty . ..... . ... .. 10 
Windmills . . . . ....... . . . . .. . . . .. . . 20 
